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FRIDAY, JULY 20, 1951 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C 
The subcommittee met, at 2 p. m., pursuant to recess, in room 224, 
Senate Office Building, Hon. Joseph C. O'Mahoney (chairman of the 
subcommittee) presiding. 
Present: Senators O’Mahoney and Knowland. 


DEPARTMENT OF THE NAVY 
BUREAU OF SUPPLIES AND ACCOUNTS 


STATEMENTS OF REAR ADM. CHARLES W. FOX, SUPPLY CORPS, 
UNITED STATES NAVY, CHIEF, BUREAU OF SUPPLIES AND 
ACCOUNTS; COMMANDER ROBERT A. WILLIAMS, SUPPLY 
CORPS, UNITED STATES NAVY, DIRECTOR, FISCAL DIVISION 
BUREAU OF SUPPLIES AND ACCOUNTS; ROBERT C. MOOT, 
DEPUTY DIRECTOR, FISCAL DIVISION, BUREAU OF SUPPLIES 
AND ACCOUNTS; REAR ADM. EDWARD W. CLEXTON, UNITED 
STATES NAVY, ASSISTANT COMPTROLLER, DIRECTOR OF 
BUDGET AND REPORTS; LT. COMDR. ROBERT R. CAMPBELL, 
SUPPLY CORPS, UNITED STATES NAVY, ADMINISTRATOR, 
NAVY STOCK FUND; CAPT. FREDERIC W. HESSER, GENERAL 
STORES SUPPLY OFFICER, GENERAL STORES SUPPLY OFFICE, 
PHILADELPHIA, PA.; AND COMMANDER DONALD O. LACEY, 
SUPPLY CORPS, UNITED STATES NAVY, DIRECTOR, INVENTORY 
CENTRAL DIVISION, BUREAU OF SUPPLIES AND ACCOUNTS 


GENERAL STATEMENT 


Senator O’Manoney. We will come to order, gentlemen. 

Will you proceed, Admiral? 

Admiral Fox. Mr. Chairman, the budget estimates of the Bureau 
of Supplies and Accounts have been developed to finance that inte- 
grated portion of the Navy’s military program for which this bureau 
is responsible. 

In general, it is the responsibility of this Bureau to provide service- 
wide supply and fiscal support to the Navy. This service-wide 
support includes the procurement, physical handling, movement, 
storage, and inventory control of material, and the related accounting 
and disbursing functions, 
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The approved program objectives of the Navy establish the size 
and operating level of the active forces and the extent of materia! 
reserves which will be maintained in readiness. It is these factors 
which determine the workload of this Bureau. 

For the 18-months’ period covering the latter half of fiscal yea: 
1951 and the fiscal year 1952, the objectives place strong emphasis 
on bringing active forces to approved strengths as rapidly as prac- 
ticable, with support being effective in scope, but austere in character 

In addition, a realistic war reserve level is being sought with in- 
creases in production capabilities substituted in part for on-han< 
inventories. 

With the approval of the Congress, considerable progress toward 
these objectives has been made. You have been reviewing the 
progress and status of the active forces; I would like to report to you 
the effect of this expansion as it relates to the integrated supply system 
of the Navy. 


WORKLOAD 


The workload of the supply system can best be measured in terms 
of the number of tons of material handled and in terms of the numbe: 
of item lines on purchase and issue documents which are subject to 
the inventory control process. 

At the start of fiscal year 1951, we were issuing an average of 260,000 
tons per month to support the forces then in being. We were process- 
ing an average of 700,000 line items per month through the inventory 
control system. 

To support the forces currently in being, we are issuing an average 
of 520,000 tons per month and processing 2,000,000 line items 
through the control system. From the west coast alone, we are 
currently shipping over 120,000 tons of material per month in com- 
parison with an average of less than 30,000 per month at the start of 
the vear. 

The data I have quoted indicate the responsiveness of the supply 
system to operational need. This is essential. Without the right 
material, in the right quantity, at the right place and time, operations 
become immobilized. It is the responsibility of this Bureau to assure 
the availability of material for operating needs and the budget esti- 
mates I have submitted are designed to accomplish that end. 

Senator O’Manonry. Admiral, what is the definition of the phrase 
‘ine item’’? 

Admiral Fox. That means a single typewritten line on a document, 
Mr. Chairman, regardless of the quantity of the item. 

In other words, an invoice may have 10 items on it. That would be 
10 line items, irrespective of the quantity of the individual items. 

Senator O’Manonry. Does the number of lines taken to describe the 
item control, or the number of items? 

Admiral Fox. The number of items, sir. 

That is why it is really a hyphenated word. In other words, the 
nomenclature of one item, the description, may take two or three 
lines; but that would be one line item. 

Senator O’Manonry. The line is not the typesetter’s line, then, 
is it? 

Admiral Fox. No, sir. 

Senator O’Maunonery. It is a Navy phrase. 
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Admiral Fox. It is the number of items. 

We have found that it takes just as much time to post an item to 
expend 10 units of a given item as it takes to expend a hundred 
thousand. 

Senator Know.anp. I think I understand you, but if I might 
use layman’s language here, you might be ordering an anchor and 
that would be one line item, and you might be ordering 10,000 salt 
shakers, and that would be one line item; is that the way to under- 
stand it? 

Admiral Fox. Precisely. 

Senator O’Manoney. So that when you tell us, as you do here, that 
to support the forces you now have you are issuing on the average 
of 520,000 tons of material every month and at the same time pro- 
cessing 2,000,000 line items through your control system, you mean 
that 2,000,000 different commodities are being used to make up this 
520,000 tons; is that correct? 

Admiral Fox. No, Mr. Chairman, that is not exactly correct, be- 
cause some of those 2,000,000 may be repetitive. 

In other words, let us take the item of soap. There may be a 
hundred separate items on separate invoices that came in for that 
same item of soap. 

This figure of 520,000 tons is representative of 2,000,000 separate 
item requests; in other words, 2,000,000 separate items. 

Senator O’Manoney. The significance of that phrase ‘2,000,000 
line items” refers rather to the number of transactions you have to 
make than to the number of commodities you are dealing with; is 
that correct? 

Admiral Fox. Exactly, sir. It is the number of items. 


TOTAL SUPPLY COMMODITIES 


Senator O’Manoney. How many commodities does the supply 
service deal with? 

Admiral Fox. Approximately 1,500,000, I should say that are in 
this. 

We have a complete range of 2 million items, but there are many 
of those items that are not active. They are in the nature of insurance 
items and are only issued as required. 

They are not in repetitive demand. For instance, in our common 
items, common stores, such as you buy in a hardware store, there are 
now 95,000 items. 

Is that correct, Captain Hesser? 

Captain Hesspr. Ninety-five cataloged, Admiral, and about 
65,000 active. 

In aviation supply I think it is about 400,000 items. In ship’s 
parts, the potential is about 1,500,000. 

In automotive parts, again I think it is 95,000. 

Senator O’Maunonry. With respect to food and clothing, how many 
items do you deal with? 

Admiral Fox. The food and clothing items, Mr. Chairman, are 
included in the 65,000 active items of general stores. 

Senator O’Manoney. That would be a pretty lengthy list, would it 
not? 
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Admiral Fox. Yes, sir. We would be glad to furnish it for the 
record to give you a more accurate estimate of the number of items 
in each category of material. 

Senator O’Manoney. I do not necessarily like to extend the record 
because that, too, costs money. If I cannot save any money on the 
Navy’s budget, at least I can save a little on the printing bill. 

I would like to see one of your lists, however, for the information 
of the subcommittee. That can be presented at your convenience, 

Admiral Fox. Yes, sir. 

(The information referred to appears on pp. 679 to 681.) 


COMPARISON WITH COMMERCIAL MERCANTILE ENTERPRISE 


Senator O’Mauoney. But, obviously, an organization which has 
to ship 520,000 tons of goods a month is a pretty large organization. 
How does it compare with a store like Montgomery Ward or Sears, 
Roebuck? 

Admiral Fox. I am glad you asked that question, Mr. Chairman. 

During the latter part of the war, the dollar volume, which is 
representative of the weight volume of stores that passed through 
one of our supply centers, at Oakland, specifically, the monthly volume 
exceeded the combined annual volume of Sears, Roebuck and Mont- 
gomery Ward. That was through just one supply center, at Oakland. 

Senator O’Manoney. That was during the war, was it? 

Admiral Fox. Yes, sir. 

Senator O’Manonry. But what do you want to do in September 
1951 with the money you are asking us to supply now? 

Admiral Fox. I am sure that the volume of stores passing through 
that same supply facility greatly exceeds the volume of stores that 
Sears, Roebuck and Montgome ry Ward handle together 

Senator O’Manoney. On an annual basis? 

Admiral Fox. Yes, sir. 

I don’t mean monthly. I say now on an annual basis I am certain 
they do exceed it. 

Senator O’Manoney. Is that for one station? 

Admiral Fox. One big supply center. 

Senator O’Maunoney. How about the entire supply service? 

Commander CAmMpRELL. I wouldn’t like to take a guess at that, 
Admiral, but I think we can supply a very good comparison if we have 
a few minutes to look into it. 

Senator O’Manonry. You have all the time there is. If it is just 
a question of distributing it, it will be all right if you get that in to 
us before the Navy is finished testifying, We will be ‘satisfied with 
that. 

Admiral Fox. It is just a question of bringing it here. 

Senator O’Manonry. I understand. 

(The material referred to is as follows: ) 

The value of material which is handled in the Navy supply system on an annual 
basis approximates $6.4 billion. This compares with the combined annual 
volume of Montgomery Ward and Sears, Roebuck of approximately $4 billion. 

Admiral Fox. I would like to get into the record that the last I 
heard authoritatively, those big commercial mercantile empires had a 
range of items of about 80,000 items. That was their total range of 
items that they handled. 
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Again I draw your attention to the fact that we are handling in 
excess of 2 million items. That gives you some idea of the enormous 
disparity between a military supply system and a large civilian enter- 
prise. 

Senator O’Manoney. | note the captain is making a suggestion. 

Admiral Fox. Captain Hesser corrects me. He is up in Philadel- 
phia where one of the big commercial concerns 1s located. He says 
that since the war there are 105,000 items. 

But, again, there is a vast disparity between 2,000,000 and 105,000. 
We handle everything that Sears, Roebuck handles, plus. 

Senator O’MAnoney. I am sure Admiral Clexton will understand 
that if I have to defend this budget on the floor some dramatic illus- 
tration of this kind will be very helpful. 

Admiral CLtexton. If you wish a certain radio set or a very intri- 
cate carburetor, you and I could find it in the supply system of the 
Navy and be sure we had obtained the correct one, but I think we 
could both pick out a pair of shoes or similar type ordinary material 
and get it to its destination without difficulty. 

That is a facet of the Navy supply proble m which requires much 
ereater technical knowledge than it does in a store such as Montgom- 
ery Ward or Sears, Roebuck. 


INVENTORY CONTROL 


Admiral Fox. We speak here of inventory control, and it may be 
well at this point to explain that. By inventory control we mean 
the ability to know what we have, where it is, in what quantity, at 
any time. 

[ mean that given the time that it would take me to call one of our 
eight supply command control points that control the various cate- 
gories of material, 1 can tell you within 7 weeks on the outside, the 
inventory position of the Navy throughout the world on that item. 

Senator O’Manoney. Does this inventory include any items that 
are not necessary to Navy personnel in line of duty? 

Admiral Fox. I am not sure I understand you, Mr. Chairman. 
Could you give me an example? 

Senator O’Manoney. Do you have in your inventory for sale to 
officers and men, commodities which are primarily useful in the home? 


COMMISSARY STORE ITEMS 


Admiral Fox. Yes, sir; commissary store items. 

Senator O’Manonry. How much does that amount to? 

Commander CAMPBELL. Our total ship stores stock and commissary 
stores stock combined is $26 million. 

Senator O’Manoney. Can you break that down between the two? 

Commander CAMPBELL. Subject to later correction, the figure for 
commissary stores is $12 million. 

Senator O’Manonry. What is the range of items covered by that 
commissary stores figure? 

Commander CampsBeLL. The commissary stores primarily stock 
items which are in common demand for household purposes, to be 
used by personnel in overseas stations where commercial distribution 
points are not available. 
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They also stock foods. 

Admiral Fox. It approximates the chain store, the A & P or Acme 
or any of the chain stores. 

Senator O’Manonry. Do they have television sets? 

Admiral Fox. No, sir. We have been stopped from selling 
television or radio sets by a committee of the Congress. They were 
sold through our exchanges, post exchanges. 

They are all known as exchanges now. They used to be ships’ 
service stores. 

But we very definitely buy items restricted as to the value and the 
class of item that we may sell. 

Senator O’Manonery. Was that restriction written into the law? 

Admiral Fox. No, sir. It is a report of the Philbin committee of 
the Armed Services Committee of the House and was agreed upon by 
the Secretary of Defense and accepted, and has been implemented. 

Senator KNowLanp. What other items are included, outside of 
radio and television? 

Admiral Fox. Do you mean that have been eliminated? 

Senator KNowLanp. Yes. 

Admiral Fox. Also items called luxury items, such as expensive 
cameras. We are allowed to sell a camera, I believe for $35. That is 
the highest priced camera we can sell. 

The price on watches was dropped to $35. Included is anything 
with precious or semiprecious metal in it, wearing apparel, except 
sportswear and that was very definitely spelled out. 

There was a report and an armed services regulation which was 
accepted by the committee, which gives a very clear listing of the 
material and the monetary limitations on the items of material that 
may be sold through the post exchange throughout the three military 
services. It is a joint regulation. 

Senator O’Manoney. So that the number of items dealt with in 
the commissary stores has been reduced; is that correct? 

Admiral Fox. In the exchanges, Mr. Chairman. The commissary 
stores items have not been materially affected because the commis- 
sary stores, from an item standpoint, are not under the criticism that 
the exchanges were. 

The retail merchants complained bitterly because of what they 
termed unfair competition in selling luxury items, clothing, furniture. 

You could have practically bought anything you wanted through 
an exchange. If they didn’t have it in stock, they would give you a 
ticket to get it wholesale and get it at a wholesale price. 

They have completely abolished that so-called special order. We 
may no longer give a patron a credit card to go out and buy from a 
wholesaler. 

Senator O’Maunonry. Do you sell these at cost, or a specified 
mark-up? 

Admiral Fox. Again, there is a specified mark-up in—let us dif- 
ferentiate between the exchange system and the commissary store. 

Senator O’Manoney. Let us talk now about the exchange only 

Admiral Fox. The exchange must pay the expenses of the opera- 
tion. And I want to be quick to tell you they don’t bear the complete 
cost. They do pay all the salaries of the employees that work in the 
exchanges. They absorb all their losses from deterioration of stock 
and other incidental expenses. 
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They do not bear their full share of transportation costs in all 
cases. They do not pay rent for buildings that they operate in. 

Senator O’Manonry. Do they pay sales taxes in the States in 
which there are such taxes? 

Admiral Fox. They comply with the excise tax laws on all items 
where taxes are applicable. 


QUESTION OF UNFAIR COMPETITION 


Senator O’Manonry. Has the criticism from merchants lessened 
since the report of the Philbin committee? 

Admiral Fox. Definitely, it has. But it is still with us and it will 
always be with us so long as we operate a single store. There are 
those that feel it is unfair competition. 

Senator O’Manoney. Do you feel it is necessary to the Navy? 

Admiral Fox. We fe el that it is essential. We feel that there is 
no more reason to deny the privilege to the man in uniform, of being 
able to, shall we say, benefit from community buying than it is for a 
labor union or a coal mine or telephone company or big commercial 
enterprise, and that is general practice throughout the industry. 
That is true with department stores particularly. Their employees 
are allowed to buy at a markdown or something approaching a 
wholesale price. 

We have various community buying organizations in labor unions, 
in big industrial plants, the tele phone companies, the American 
Federation of Employees 

But it seems that the military services have been singled out for 
the ire of the retail merchant who wants to put us out of business. 

Senator O’Manoney. All right, sir, you may proceed with your 
statement. 

In fiscal year 1952, our workload will be increased further as the 
operational tempo steps up and the effect of the war reserve program 
becomes evident. ‘The material necessary to assure a realistic war 
reserve will be delivered in quantity, and our supply-system resources 
must be extended to provide for the distribution and storage. 

In order to determine the aggregate workload which will result, we 
conduct continuing study both in the field and in the Bureau. We 
receive detailed monthly reports of tonnage processed and manpower 
utilized in the processing. We maintain continuing records of the 
relationship of operating “forces to tonnage issued and can, therefore, 
determine workload and manpower requirements for any given level of 
operation. 

This year, in addition, we have conferred with the technical bureaus 
in order to determine the volume of reserve material which will be 
received during 1952. Our inventory control offices have made ex- 
haustive item-by-item analyses of material requirements to meet the 
readiness stage called for by the program objectives. These supply- 
demand analy ses have given full consideration to production capabili- 
ties, thinimum pipeline 1 requirements, and on-hand stocks. The 
analyses have become a part of the budget estimates of the several 
bureaus and, in the case of this Bureau, have formed the basis of the 
estimate for the Navy stock fund. 
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NAVY STOCK, FUND 


The Navy stock fund, as you know, is a revolving fund which main- 
tains inventories of common-use material. These inventories are in 
the nature of an investment. Their size is determined by operational! 
need and readiness requirements. Increases are made by appropri- 
ation; decreases are effected by reappropriation and the funds returned 
to the Treasury. 

If I may, I would like to amplify that briefly by stating that this is 
in effect a material account which is owned by the Treasury of the 
United States. We are the stewards of that account and anything 
that is bought from it, the money is returned to maintain the stock 
position. 

From time to time throughout the past twenty-odd years, as the 
need for the money in this fund became less, the C ongress has reap- 
propriated large sums. They have recaptured and Teappropriated 
them to other appropriations. 


SUMMARY OF ESTIMATES 


The estimates you are reviewing can be summarized as follows: 


Investment in inventory- L $475, 000, 000 
Supply system and inve ntory control____.._- Srieieions 392, 357, 000 
Transportation ____ _- pated 138, 961, 000 
Accounting and disbursing : 7? 835, 000 
Research, industrial mobilization and administration 8, 449, 000 


Total 972, 602, 000 


Senator O’Manoney. Let me see how we are to compare that with 
the table which appears on page 9-7 of the justification. 

This is the synopsis of the estimate, for 1951: 

Presently available, $410,901,200. 

The fourth supplemental, $8,000,000. 

Transfer of functions, $4,408,309. 

That makes a total of $423,309,509, as compared with obligations 
for 1950 of $245,390, oes. 

The estimate for 1952 exceeds the total for 1951 by about $74,300,000 
and amounts to $497,602,000. 

How do you account for the difference between that and the 
$972,602,000 total you gave us in your statement? 

Is it because the investment in inventory represents items on hand? 

Admiral Fox. The principal item, Mr. Chairman, is the first item 
that I read, which was a request for additional funds for the naval 
stock fund of $475 million. 

Senator O’Manoney. That is an appropriation, then, is it? 

Admiral Fox. Yes, sir; that is, which was not in the previous figures 
that you read. 

I think that 9-52 will explain that, sir. In other words, you must 
read 9-52 in conjunction with 9-7. 

Senator O’Manonry. You included the stock fund in this did you? 

Admiral Fox. Yes, sir. 

Senator O’Manoney. That appears on page 9-53, although broken 
down. 
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In order that your statement may be understandable in the record, 
therefore, I shall ask for inclusion in the record at this point of the 
figures on page 9-7 and the figures on page 9-52 and page 9-53. 

(The material referred to is as follows:) 
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DESCRIPTION OF PROGRAM CONTENT 


The Navy stock fund finances the procurement of items of supply which are 
utilized in operations throughout the Naval Establishment. The fund main- 
tains an inventory of these common items of supply and thus eliminates the 
necessity for financing multiple inventories by the various consumers. The 
categories of material included in the inventory of the fund are general stores; 
automotive, materials handling and construction equipment spare parts; special 
clothing; ships-store and commissary-store stock; subsistence; fuels, lubricants, 
and petroleum drums; and clothing and small stores. Without an adequate 
flow of this material to the operating forces, operations cannot be maintained at 
planned levels and, in the event that certain categories of material become com- 
pletely exhausted, immobilization of forees must result. It is mandatory, there- 
fore, that stock levels be predicated upon planned demand and planned supply. 
The analyses of supply and demand, and the determination of inventory levels 
is a function of specialized supply demand control offices each of which has 
cognizance over one of the several categories of material in the fund. 





























INVENTORY ON HAND 








Senator O’Manonery. Then, before you discuss those figures, let 
me ask you if you can give the committee any estimate of the value 
of the inventory now on hand? 

Admiral Fox. Yes, sir; we can give it to you quite accurately. 

Commander Campre.i. Our inventory on May 31 was $1,106.- 
300,000, sir. 

Senator O’Manonry. That is valued as of what date? 

Commander Campretu. As of May 31, 1951. 

Senator O’Manoney. I mean the appraisal figures. How do you 
carry these items on the books? At cost or the present value? 

Commander Campre.u. We carry them at their present value or 
the current market. 

Senator O’Manonry. Is this inventory made up of material that 
is currently usable? 

Commander CAMPBELL. Yes, sir. 

Senator O’Manonry. Do you want the committee to understand 
that none of it is outmoded? 
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Admiral Fox. No, sir. There is always a percentage of it that is 
outmoded. There is a percentage of it that is destroyed through 
ordinary warehouse handling. But it is a very small percentage of 
the whole. 

Senator O’Manoney. What percentage of this inventory of 
$1,106,300,000 is good and serviceable? 

Admiral Fox. Do you have the figures, Commander? 

Commander CAMPBELL. Yes, sir; | do. 

Our figure of the amount of this inventory which is in the current 
process of elimination on the grounds that it is in the category de- 
scribed 

Admiral Fox. Plus obsolescence. 

Commander CAMPBELL (continuing). Is now $11,450,000. 

Senator O’Manonry. What system do you follow to inspect your 
inventory and to make sure that the deteriorated material and out- 
moded and useless material is removed? 

Admiral Fox. Mr. Chairman, the material is under constant in- 
spection, It is actually and physically inventoried annually, physi- 
cally counted annually. 

Senator O’Manoney. Physically counted annually? 

Admiral Fox. Yes, sir. 

Senator O’Manonry. Do you mean every item? 

Admiral Fox. Every item in stock is counted annually, and our 
records are adjusted. 

Senator KNOWLAND. The point raised by the chairman makes me 
a little surprised that you do not have more than the amount you 
indicated that might be considered outmoded. 

I remember a few years ago, when I was a member of the War 
Investigating Committee, we went out to some Army depots and 
found that they had been counting saddles for a long time after the 
Army had stopped using horses. 

I do not know just how much of that there might be in the Navy 
on items that are no longer actually called for. 

Admiral Fox. It would be ridiculous for me to say that you could 
not find some similar case in Navy stock, but this stock is under 
continual review. It is very active. 

We also have a cyclic preservation program to prevent or retard 
deterioration in storage, and that is in constant evolution. 

| would like to also emphasize that items in this “general stores’’ 
category are common-use items. These are the approximately 
95,000 items, of which 66,000 of them are very active, such as hand 
tools, hardware, metals. 

Senator O’Manonry. Of course, that means that 30,000 items are 
not active. 

Admiral Fox. Not as active as the 66,000. 


DISPOSAL OF SURPLUS MATERIAL 


Senator O’Manonry. Among those 30,000 items, do you have any 
accumulation of surplus material that ought to be disposed of? 

Commander CamMpBELL. Mr. Chairman, may I say something 
about that? 

The 95,000 is catalog items, and the difference between the 95,000 
and the lower figure is nonstock items. 
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We have a large number of Phillips head screws, for example, that 

s e been cataloged, but we have never bought the inventor y for them. 

», the figure of our total inventor v of stock that we do carry is the 

ae T figure, in this particular category, which is general stores material. 

The over-all figure of the total investment includes several other 

categories, of which a large one is clothing and small stores, and another 
large one is food. 

Another large one is fuel and lubricants, and another category 
which has a large number of items in this same inventory is automotive 
materials, materials-handling and construction equipment, spare parts. 

Senator O’Manoney. Is there any system of disposing of surplus? 

Admiral Fox. Yes, sir. 

Senator O’Manonry. What is that system? 

Admiral Fox. We have a joint agency under the guidance of the 
Defense Department, of the Army, Air Force, and Navy, for disposal] 
of surplus property. 

Senator O’Manoney. I am not talking of the general surplus prop- 
erty; | am talking about inventory items in this stock of yours which 

fall into disuse and ought to be disposed of. 

Admiral Fox. Yes, sir. It comes under the same general program. 
The V will re port it for disposal, and it has to be screened through the 
other military Departments to make sure that they do not dispose of 
something from the Navy that the Army or the Air Force can use. 

Senator O’Manonry. How much do you dispose of in this manner 
annually? 

Admiral Fox. I would like Captain Hesser to take that. He is our 
officer in charge of that program. 

Captain Hesser. I cannot give you a dollar figure on that, Mr. 
Chairman. We have a constant stream of declarations; usually very 
small quantities, however. 

There are few, if any, items I can think of where the quantity of 
material on hand is surplus to our needs. 

Much of it is small quantities that may have been unfit for use. 

Senator O’Maunonry. Then you are telling the committee that this 
stock is handled so efficiently that it does not grow old; you keep it 
turning over all the time. Is that what you mean, sir? 

Captain Hesser. Yes, sir. That is true at the present time. 

Senator O’Manoney. You may proceed, Admiral. 

Admiral Fox. You have my assurance that I have personally, and 
for long hours, examined the detail of the estimates. I have satisfied 
myself that they will provide effective support of the program objec- 
tives and that they are austere in character. 

Above the bureau level, the estimates have been subjected to weeks 
of extensive scrutiny. They have been examined by the Navy Comp- 
troller to assure the accuracy of pric ing and they have been reviewed 
by a committee established by the Chie f of Naval Operations to assure 
their integration with the operating requirements of the program 
objectives. They have been reviewed separately by the Office of the 
Secretary of Defense and by the Bureau of the Budget, and, further, 
by a joint committee composed of representatives of “both agencies 

We welcome such review, and we appreciate the careful considera- 
tion of congressional subcommittees, for it is through this searching 
internal and external examination that we find ways and means of 
improving the supply system. 
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We in the Navy are proud of the integrated supply system; we 
realize its importance in maintaining the security of the Nation, and 
we are constantly striving to make it more efficient and more eco- 
nomical. 

Senator O’Manonry. The supply system and inventory control 
that you mentioned here is figured in your presentation as $: 329 357.000. 
That is an appropriation that you request. I do not see it in the 
statement on page 9-7, nor in the statement on page 9-52. 

Under what heading does that come? 

Admiral Fox. I can give it to you here, by items, Mr. Chairman. 

The “Maintenance and operation of the supply system” is $292 
million: “Material control,’ $26 million: “Cataloging,” $10 million. 

On page 9-7, those items are the first that appear, specifically, $292 
million. 

Senator O’Manoney. Yes, I see them on page 97, the first, the 
third, and the fifth. I have them. They total $329,357 ,000. 

For “Transportation of things’? you have $138,961,000. 

Admiral Fox. That is item 4 on page 9-7. 

“Accounting and disbursing” is item 2 on page 7, $20,835,000. 

Finally, the last items of “‘Research,” “Industrial mobilization,”’ 
and ‘“‘Administration.’’ Those are the last three items on 9-7. 

Senator O’Manonrey. Proceed, please. 
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Admiral Fox. This budget activity provides funds for the operation 
and maintenance of supply centers and depots; purchasing and 
market offices, and storehouses, all of which are under the manage- 
ment control of the Bureau of Supplies and Accounts. Funds are also 
provided for the operating expense of supply departments of naval 
shipyards and naval stations. These costs include all personal 
services, consumable supplies, and contractual services required to 
procure, receive, inspect, store, record, pack, and issue the material 
and supplies necessary to support shore, fleet, air, and submarine 
operations. 

As stated previously, the workload of the supply system can best 
be measured in terms of the number of tons of material handled and 
in terms of the number of item lines on purchase and issue documents 
which are subject to the inventory-control process. 

Those functions which are most properly measured by tons handled 
include the physical receipt and issue of material; the storage, inspec- 
tion, and inventory of .material, and the packing and preservation 
of material. 

Technical studies, which are based on approved program objectives 
and detailed work-measurement data, have developed the tonnage 
workload which is estimated for fiscal year 1952, and the productivity 
of labor which we may expect. 

The total of material tonnage which must be processed through 
some or all of the enumerated functions is estimated at 10.6 million 
measurement tons for fiscal year 1952. 
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For the fiscal year 1951 we are processing approximately 6 million 
measurement tons on a comparable basis. 

Senator O’Manonry. What do you mean by “measurement tons,”’ 
Admiral? 

Admiral Fox. We have two terms in handling material; either 
weight tons or measurement tons. That is a tariff definition becaus: 
some material is very light and other is very heavy. 

For instance, lead takes up very little cubic capacity, but it is very 
heavy, whereas kapok life preservers are big in volume. 

So, measurement ton is considered to be 40 cubic feet. 

Senator O’Manoney. That is a general average, then; is it? 

Admiral Fox. That is accepted in industry, sir; generally accepted. 

Senator O’Maunonry. You spoke earlier of issuing an average o! 
520,000 tons per month. That is something different from the 10.6 
million measurement tons for fiscal year 1952. 

Admiral Fox. Yes, sir. Those 520,000 tons are weight tons. 


PACKING AND PRESERVATION 


Senator O’Manoney. As to the “Packing and preservation of 
material,’ how large an item is that? 

Admiral Fox. Do you mean moneywise, sir? 

Senator O’Manonery. Yes, and in terms of personnel. 

Admiral Fox. Did you ask for packing and preservation, sir? 

Senator O’Manonry. Yes. 

Admiral Fox. They are broken down into two items. 

For packing of other than household effects, in 1951 there were 
2,946 man-years. We estimate for 1952 for that same function 3,594 
man-years, or an increase of 22 percent. 

Packing of household effects, 415 man-years in 1951, and an esti- 
mated 540 man-years in 1952, or an increase of 30 percent. 

For preservation, 2,163 man-years in 1951, and the same in 1952 
There is no increase there. 

Senator O’Manoney. I take it this packing of other than household 
effects is done for the purpose of shipping to the various stations, 
ships, and installations, of the material which is obtained in the supply 
centers. 

Admiral Fox. That is correct, s 

Senator O’Manonry. So that it becomes quite a bit difficult 
operation? 

Admiral Fox. Yes, sir. 

Senator O’Manoney. Very well, proceed. 

Admiral Fox. The average productivity of labor in these functions 
currently is equivalent to 277 measurement tons per man-year of 
effort. 

In 1952 we estimate our productivity as equal to 321 measurement 
tons per man-year of effort. Therefore, our projected requirements 
for 1952 indicate a need for 32,980 man-years in this area of work as 
compared with 21,628 man-years in 1951. 

The same approach has been made in other areas of our workload. 
In the inventory control functions we are processing 24.8 million 
item lines with an average productivity of 2,985 item lines per man- 
vear during 1951. The ‘projected workload for 1952 is 40.1 million 
item lines with an estimated productivity of 3,250 item lines per man- 
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vear. By means of this approach to the functional requirements 
included in this budget activity we believe we have achieved an 
efficient and economical integration of financial estimates and operat- 
ing need. 

FINANCE 


lt is the responsibility of the Bureau of Supplies and Accounts to 
furnish service-wide accounting and disbursing service for the Navy. 
This service-wide function includes the operation of the cost-inspection 
service Which is comparable to commercial audit; the operation of 
regional accounts offices for consolidation of accounting data; the 
payment of military allotments; centralized disbursing for public 
vouchers and centralized payment of military payrolls. 

The workload of this function is expressed in terms of contracts 
to be audited, allotment payments and changes, public vouchers to 
pay, and payrolls to prepare. 

From the analysis of available data it is possible to predict workload 
in this function and to project manpower requirements. We have 
done so and the appropriation request reflects the funding necessary 
to accomplish the 1952 estimated workload. 


MATERIAL CONTROL 


A basic principle of the Navy’s integrated supply system requires 
specialized control of material for purposes of determining inventory 
levels, distribution policies, and procurement requirements. The 
Bureau of Supplies and Accounts operates eight supply-demand 
control points, each of which is charged with the inventory manage- 
ment of a specific category of material. These offices control the 
distribution and stocks of material under their cognizance; they initiate 
procurement for replacement of material, and through technical study 
they exert continuing effort to eliminate duplication by determining 
the interchangeability of common-use material and equipment. 

The workload of these offices is best measured in terms of item lines 
on the documents which must be processed. For 1952 this workload 
has been determined through analysis of procurement and usage 
plans. The work-measurement program in this area furnished data 
on the productivity of labor, and with the two factors of projected 
workload and productivity, it has been possible to determine accu- 
rately 1952 financial requirements. 

Senator O’Manoney. Returning for the moment to your discussion 
of the finance activity, I observe from page 9-20 of the justification 
that the Navy audits certain Army and Air Force contracts. How 
does that come about? 

Admiral Fox. That is part of the cross-servicing, Mr. Chairman. 
The Army and Air Force also perform similar services for the ae 

Senator O’Manoney. I see that in the next line. And the Navy 
contracts are audited by the Army and Air Force. That is estimated 
at 1,000. 

Admiral Fox. It is primarily predicated on a_plant-assignment 
basis. Obviously, the objective is to save taxpayers’ money. 

Senator O’Manoney. So that it is an auditing of the productivity 
of the items produced in a plant under a contract, or several contracts 
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whether those contracts were issued by any of the services; is that 
correct? 

Mr. Moor. Yes. For instance, for the plant to be assigned by the 
Munitions Board to the Navy, the Navy will perform the cost inspec- 
tion and audit on all contracts in that plant, whether the vy be Army, 
Air Force, or Navy. 

Senator O’Manoney. A plant having contracts with two or three 
services will be audited by one of the services; is that the idea? 

Admiral Fox. That is correct. 

Senator O’Manonry. How do you decide which one makes the 
audit? 

Admiral Fox.. They are on assignment by the Munitions Board, si: 

Senator O’Manonry. I suppose it is based on primary contract or 
output per plant. 

Admiral Fox. Predominance of interest in that particular plant. 

Senator O’Manoney. Will you look at page 9-20? 

Admiral Fox. I have it before me, sir. 

Senator O’Manoney. I am not quite clear on the meaning of the 
third column, which is headed “Estimated remaining expenditures.”’ 

Admiral Fox. That means the remaining portion of the appropria- 
tion which may have been obligated for contracts but not yet paid. 

Senator O’Manoney. That is remaining out of what? 

Admiral Fox. Remaining to be audited; that are susceptible of cost 
inspection. 

Senator O’Manoney. What is the meaning of the second column, 
then, “Estimated total dollar amount’’? Is that the total value of the 
total number of contracts listed in the first column? 

Admiral Fox. That is right, sir. 

Senator O’Manonry. Does the third column have any relationship 
to the second column? 

Admiral Fox. That is the remaining part of it. 

Senator O’Manoney. Then the second column must be the esti- 
mated total dollar amount that has already been audited. 

Admiral Fox. Can you answer that, Mr. Moot? 

Mr. Moor. In amplification of what Admiral Fox said, sir, the 
second column represents the contracts in the plants. The third 
column represents the unpaid portion of those contracts. 

Senator O’Manoney. There is nothing here showing what the paid 
amount 1s. 

Mr. Moor. No, sir. 

The reason why we have the third column in there, the estimated 
expenditures, is primarily because that represents the workload, the 
unaudited payment of the contracts. 

Senator O’Manoney. So that if you subtract the item in the third 
column from the corresponding item in the second column, you obtain 
the total amount of the contract, which has already been audited; 
is that correct? 

Mr. Moor. That is correct. 


TOTAL VALUE OF CONTRACTS 


Senator O’Manuonry. What type of contracts are included in this 
total of 10,000 contrac ts estimated total value of $7 ,500 ,000 ,000? 
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Admiral Fox. They cover a wide range, Mr. Chairman. Aircraft 
contracts, supply contracts. 

Senator O’Manoney. Does it cover all your contracts? 

Admiral Fox. Can you turn back to page 9-19, Mr. Chairman? 

Commander WILLIAMs. On page 9-19 is the list of the principal 
areas in which we negotiate cost-type contracts. The cost-inspection 
service is not concerned with lump-sum bids at a fixed unit price. 

Admiral Fox. I might say for the record that this cost-inspection 
service performs both pre-audit in connection with negotiating con- 
tracts to determine contractors’ costs and post-audits in the areas just 
civen by my assistant, Commander Williams. 

Senator O’Manonery. Do vou audit all the contracts? 

Admiral Fox. Not fixed-price lump-sum contracts. [I am speaking 
of post audit now. We may in the negotiation for the award of the 
contract perform cost inspection of the contractor’s costs to justify in 
our own minds that the costs are realistic. 

Senator O’Manoney. I have not made myself clear on that.  Per- 
haps vour statement is a sufficient description of the work. 

You say it is the responsibility of your bureau to furnish service- 
wide accounting. Does that mean that in this cost-inspection service 
you make the cost inspection of all contracts issued by the Navy, unless 
they are assigned under this integrated plan to some other service to 
audit? 

Mr. Moor. The audit of payment is made completely by the ac- 
counting service, but the audit of the cost is not made. For example, 
if we enter into a competitive contract for 100,000 brooms at $1 apiece 
for a fixed price, there is never any audit of the cost of the contractor's 
dollar price. 

But if we negotiate a contract for 100,000 brooms, our cost inspec- 
tion may very well negotiate with the contractor to see whether the 
price should be 90 cents or 95 cents. 

Senator O’Manonery. You are speaking of the detail. I am trving 
to determine now whether it is vour function to cover all of the con- 
tracts which are undertaken by the Navy, except those contracts 
which, under this agreement with the other services, are audited by 
the other services. 

Mr. Moor. We perform 100 percent of the Navy’s service. 

Senator O’Manonry. Then your estimate of the number of con- 
tracts for 1952 is 10,000. How did you come to that number? 

That includes the total number of contracts to be audited by the 
Navy, or 9,000, and the Navy contracts audited by the Army and Air 
Force. These are all round figures, so they are pure estimates, are 
they not? 

Mr. Moor. These are necessarily estimates, but they are caleula- 
tions, sir. They are geared to the procurement program of the Navy 
and the advice to the Navy of the Army’s procurement program. 

The determination as to whether Army or Navy will audit is pretty 
well established by the plant allocation plan. 

But they have been determined based on procurement programs 
in the Navy’s 1952 budget. 

Senator O’Manoney. You are not likely to be far out on this guess, 
are you, as to the number? 

Mr. Moor. We haven't been in past years, sir. 
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TRANSPORTATION OF THINGS 


Senator O’Manoney. All right, will you proceed to your item 0; 
transportation of things, Admiral? 

Admiral Fox. The Bureau of Supplies and Accounts finances th), 
commercial movement of material both inland and over water for the 
entire Navy with the exception of initially procured material unde: 
the cognizance of other bureaus. We arrange for the routing ani 
scheduling of inland movments through Navy central freight contro! 
offices which we operate and we arrange for ocean movement throug) 
the Military Sea Transportation Service. 

The supply-demand control points which have control of Nav, 
material, submit estimates of material movement requirements and, 
after review, these requirements are priced at the current tariff rat: 
The requirements of this budget activity are related to and integrate: 
with the flow of material within the supply system for the support o! 
active forces. 

CATALOGING 


Cataloging is an integral part of inventory control, and the Bureau 
of Supplies and Accounts has primary operating responsibility in both 
areas within the Navy. Cataloging is essential to the knowledge of 
material availability. It is equally vital in the effort to eliminate 
duplication throughout the system. 

We have made vast strides in achieving both objectives of this 
program. In addition, we expect to be substantially through the first 
stages of the Munitions Board cataloging program by the end of 1952 

This program aims towards common nomenclature for all items in 
the supply systems of the Federal Government. 


RESEARCH AND DEVELOPMENT 


The research and development program of this Bureau, as in the 

‘ase of all such programs in the Navy, is integrated with the over-al! 
sen am of the Department of De fense. Although it is relatively not 
large in terms of dollars, it is essential to the growth and improvement 
of the Navy’s logistic support system. In the fields of materials 
handling, packaging, and preservation we have made significant 
contributions to technological development. In the design and 
development of protective clothing we have had success which wil 
materially aid military operations. For 1952, we have scheduled 
work on essential projects within the limits of our available facilities 
and manpower. 

Senator O’Manoney. Yesterday we spent about 24 or 3 hours 
discussing research and development by the Navy. This is an alto- 
gether independent activity to that which we covered yesterday, is 
it not?” 

Admiral Fox. It is not altogether independent. It is coordinated 
by the group that gave testimony yesterday. 

Senator O’Manonry. Coordinated by, but not conducted by 

Admiral Fox. Not conducted by; no, sir. 

They are assignments that are in our peculiar field that we have tl. 
personnel and facilities to get on with these experimentations and 
developments. 

Senator O’Manonry. Why should not this be carried on by the 
other bureaus? 
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Admiral Fox. I think that we can do it more economically, and 
we have the people with the technical and practical knowledge that 
would have to be taken from our activities and assigned to anothe rT 
unit if they were done there. 

For instance, there is the field of special clothing. 

Senator O’ M AHONEY. Do you do scientific research in this research 
and development bureau? 

Admiral Fox. Will you answer that, Commander Williams? 

Commander WiL.t1AMs. It is applied research. 

Senator O’Maunoney. There is no basic research as the scientists 
described? 
Commander Wiuurams. That is right. 


APPLIED RESEARCH 


Senator O’Manoney. When you speak of applied research, you 
mean, for instance, with respect to clothing, that you study the 
adaptability of the materials to the needs of the service, perhaps the 
adaptability of uniforms to the needs of the service; is that correct? 

Admiral Fox. Yes, sir. 

Senator O’Manonery. Do you, however, make any study of the 
fibers that are to be used in clothing? 

Admiral Fox. Yes, sir. We are equipped in Brooklyn, at our 
clothing depot, where we produce clothing, both from a physical 
sts andpoint and technical assistance, to conduct experiments, to test 
cloths, dyes. ° 

For instance, I would like to read to you here some of the work 
that we have done: 

The cold-weather boot, which employs a revolutionary principle for footwear, of 
sealed-in insulation between an inner and outer layer of rubber, has recently been 
adopted by the United States Marine Corps in lieu of the leather shoe pack and 
10,000 pairs ordered, and has been recommended for adoption by the Navy and 
the Army. There is every indication this boot would have prevented practically 
all frostbite and frozen foot cases in Korea last winter where normal body temper- 
atures were not lowered as a result of wounds or illness. 

Now, that par ticular boot we worked on in excess of 2 years. It so 
hs appened that it was a coincidence that its development was achieved 
or brought to fruition just about the time of the publicity of thé large 
number of frostbite cases and frozen-foot cases in Korea. 

Senator O’Manoney. Does not the Army have research along this 
same line? 

Admiral Fox. Yes, sir; and we collaborate with each other in our 
projects. 

Senator O’Manongy. Why should you not work together? Why 
should not there be one research establishment? . 

Admiral Fox. We have needs that are peculiar to the Navy. The 
Army has needs that are peculiar to the Army. But we do not work 
apart; we work together. 

In many instances, it is a collaborative effort. We work together 
if it is an item of common use between the two services. 

On the other hand, such as this boot project, at the same time, I 
think the Army was experimenting in other directions. We elected 
to experiment with the rubber insulated lining boot. 

Senator O’Manoney. Frankly, it would seem to me, Admiral, 
that all the experimentation, research, and development with respect 
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to clothing could be carried on by one research group for all the 
services. Would you not think so? 
Admiral Fox. No, sir; I don’t. 


CLOTHING STANDARDIZATION 


Senator O’Manonry. Was that studied when unification was under 
survey? 

Admiral Fox. Yes, sir; it was. 

As a matter of fact, to digress just a bit, we have put all of our 
items of clothing down with the Army, the Air Force, the Marine 
Corps, the Navy. A board was appointed, of technical experts, 
plus high ranking officers, to effect the highest degree of standardiza- 
tion between the several components of the Department of Defense, 
the Army, Air Force, Navy, and Marine Corps. We found there 
were certain areas where we could adopt a standard garment, but, 
obviously, when we come to items of outer apparel, wearing apparel, 
such as the Navy blue uniforms, they are different from the Army 
uniforms and we could not standardize them. We use a different 
cloth than the Army uses and a different cloth better suits the Navy’s 
purposes than it does the Army’s purposes, and vice versa. 

Senator O’Manonry. Why would it? 

Admiral Fox. Well, the Army has an olive drab wool, which in the 
textile trade, I think, is known as a worsted. 

Commander Lacey, who worked in that program, probably can 
explain it better than I can. 

What is the name of the wool cloth they use? 

Commander Lacry. Their wool cloth is primarily worsted, whereas 
ours is primarily woolen. They get a good many of their basic gar- 
ments in woolen, too. But it works out very well. The two comple- 
ment each other. The Navy uses more woolens and the Army more 
worsteds, so as to balance it off. 

Senator O’Manonry. But they both use wool, do they not? 

Commander Lacry, Yes, sir; they both use wool. 

Admiral Fox. The wool comes from sheep. 

Senator O’Manoney. And the sheep come from Wyoming. 

Admiral Fox. Not enough of the sheep come from Wyoming, or any 
place else in the United States. I wish Wyoming could produce more 
sheep. 

The two fabrics are made in different mills. 

Senator O’Manoney. It still seems to me that there is no reason 
why the same woolens and worsteds could not be used by both services 
for the personnel of both services. 

Perhaps I should not state it that way. I know you want different 
types of uniforms and things of that kind, but we are now talking 
about research, in determining the character of the fabric. Why 
could not that all be done in one shop? 

Mr. Moor. I think there is an amplification there of our protective 
clothing, our foul weather clothing, which is certainly a different need 
than the Army’s need. 

In other words, afloat protective clothing is a different requirement 
than ashore protective clothing, and considerable research is done in 
that area. 

Admiral Fox. I was just coming to that paragraph that states 
another area where there has been a recommendation for adoption by 
the Navy. It states, in part: 
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This development affords adequate protection 
cold, with a reduction of approximately one-third 
cold-weather clothing, greater freedom of body 
separate items, and conservation of woo] has bee 


and comfort at levels of extreme 
in weight Over Current standard 
motion, reduction in number of 
*n achieved therein. 


BREAKDOWN OF RESEARCH PROGRAM 


Senator O’Manonry, The item calls for $649 thousand in 1959. 
That is a comparatively small fraction of the item for the research 
and development of the Navy. What was that total, Admiral? 

Admiral CLexron, The total is $425 million of direct research and 
development for 1952. 

Senator O’Manonry. 
day? 

Admiral CLexton. That Was approximately $69 million, as I recall. 
It is $69,698,000 for the appropriation “Research Navy, 1952.” 

Senator O’Manonry. The total for research and development for 
the Army was set down in the budget as $382 million, for the Navy, 
$520 million, and for the Air Force, $48] million: Making a total of 
51,473,000,000 for research and development throughout the three 
services. 

Admiral CLexron, Ip those figures, Mr. 
cluded not only the direct research, 
the research and development program that comes under the research 
and development board, but also the indirect research. In the Navy 
indirect research and development covers the light, heat. power, and 
things of that sort for the research laboratories. 

The direct research and development. is $425 million, and the 
difference between that and the $519 million is for the light, heat and 
power for the research laboratories. 

Senator O’Manonry. Getting away from that and averting only 
to research and development for the Navy that we discussed yester- 
day, which had a budget estimate of $69,698,000, does it not seem 
reasonable to Suppose that all the work contemplated to be done in 
this $649,000 item you have could be carried out just as effectively 
and probably with lesser personnel if it were merged into the other 
branch? 

Admiral Fox. Mr. Chairman, these projects that we are committed 
to have been assigned to us by the over-all Research and Develop- 
ment Board, it is felt by them that we are in a better position to 
pursue in these specialized fields these projects which they have 
assigned us than are they. 

‘or instance, in the development of this cold weather 
have to send personnel that are familiar with the 
(0 Wearing it into the Arctic to test it under 

Were that to be assigned to the Army, the 
items of clothing with which they are entire 

And clothing is only one of the items. For instance, in the case 
of submarines, we have run some very extensive experiments and 
lave made material] improvements in the sea-keeping ability of 

submarines through an application of scientific methods of packing 
food in compact’ packages, using concentrates and various other 
things that have given us a better food load for submarines. 

Senator O’Manonry. It may be, but I would appreciate it. Admiral 
lexton, if you would submit my question to that over-all board and 
let them answer it, namely: Would there be any economy by merging 


I mean the total that we discussed ve 


Ster- 


Chairman, you have in- 
which is the technica] part of 


clothing, we 
clothing, or are used 
actual conditions. 

y would be dealing with 
ly unfamiliar, 
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these two research and development programs? Is there any reason 
why they should not be merged? 

Admiral Cuexron. There is a reason organizationally why they 
should not be, and I will furnish the additional reason why they 
should not be. 

Senator O’Manoney. I will be glad to hear your organizational 
reason now, if you want to give it. 

Admiral Ciexton. The research and development program in e 
Navy is divided up into many projects, involving various types of 
material. Each bureau has been given cognizance of certain definite 
material, and their special interest is in developing that material 

As you know, interest is the main motivator which makes any of 
these programs click. So that in the field of clothing, the Navy has 
decided that since the Bureau of Supplies and Accounts has worked 
in this field for many years and its personnel are especially trained in 
that field, they are assigned the cognizance for that type of material, 

The supply and accounts projects are put through the system which 
we have described many times here, of the Navy’s Research and 
Development Review Board, and then through the Research and 
Development Board of the Department of Defense. 

Senator O’Manoney. You get all these arguments for separate 
individual shops to do things that are generally alike. We had the 
same talk when we had the engineers here. You may remember that 
I pointed out that there was a ‘big laboratory in the Bureau of Public 
Roads. But the Navy did not want to trust its problems to the 
Bureau of Public Roads because its highway problem was very 
different. 

The Navy has to find out how to make sand tough for a short time. 
The Army has to find out how to make mud tough for a long time. 

Therefore, neither of these things could be conducted by the Bureau 
of Public Roads, which deals with the problem of making roads tough 
for both long and short times. 

So there you have this multiplication of bureaus and, naturally, 
multiplication of dollars. 

So if you would be good enough to submit these questions that | 
am asking here and let them take a look-see at it again, maybe they 
will come up with a recommendation that might cut out $10 or $15 
somewhere. 

Admiral CLexron. I will be very glad to do that, sir. 

(The information referred to is as follows:) 


RESEARCH AND DEVELOPMENT PROGRAM 


The question of the conduct of a research and development program by an 
individual bureau, such as the Bureau of Supplies and Accounts instead of the 
conduct of such a program by the Office of Naval Research or some other more 
central agency, has been thoroughly considered by the Navy Research and 
Sent ‘lopment Review Board from the various points of view of economy, facilities, 
personnel, and efficiency. The definite conclusion on all points is that it is 
better for the Chief of the Bureau of Supplies and Accounts to conduct an) 
research and development which is definitely in his sphere of activity. 

The research and development program of the Bureau of Supplies and Accounts 
is so intimately connected with the testing, procurement, evaluation, and issue 
of the supplies and equipment which are the responsibility of that Bureau that 
separation of the research and development program or its conduct by anothe! 
office such as the Office of Naval Research would entail greater expense rather 
than economy. The necessity for separate facilities and separate administration 
of the research and development program of the Bureau is minimized under the 
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present system, and since there is no actual duplication of effort involved, the 

consolidation of this program with other unrelated Research and Development 
programs would complicate administration and increase costs. 

E The Bureau of Supplies and Accounts in common with other bureaus of the 

Bi Department of the Navy has by higher authority been assigned definite areas of 
responsibility. Assignment of all research and development effort to a single 
agency would violate a sound military and business principle which couples 
responsibility with authority to develop tools to do the job assigned. 

The research and development efforts of the Bureau of Supplies and Accounts 
are thoroughly coordinated at all levels to insure economy and prevent duplication 
of effort. This coordination includes careful screening by the Office of Naval 

‘ Research, the other bureaus, the Navy Research and Development Review 

E Board, the Army, the Air Force, and the Department of Defense Research and 

; Development Board. 

It would be, to my mind, a serious mistake to consolidate the research and 
development program of this Bureau with that of any other agency. There 
would be no savings in dollars and there would be a loss in efficiency which really 
means @ waste of money. 








































Senator O’Manonry. This budget is just an appalling thing. You 
realize that. 

Admiral CLexton. Yes, sir; I realize that. It is very large. 

Senator O’Manoney. $60,650,000,000, without any account of pub- 
lic works or foreign aid, expansion of the Air Force beyond what we 
now have, without any account of Korea. 

There is not a dollar for Korea in this budget. 

So you see we have a problem, too. 

Admiral Fox. It is brought home individually to us every time 
they raise taxes. [ am now paying more taxes than the Navy paid 
me 20 years ago. 

Senator O’Manoney. You are in a higher grade, Admiral, than 
you were 20 years ago. 
Very well, let us proceed. 


INDUSTRIAL MOBILIZATION 







Admiral Fox. The industrial mobilization planning of this Bureau 
is a tool employed in the procurement planning and inventory control 
functions. Detailed knowledge of productive sources and capacity is 
vital to the execution of an emergency plan. Each of our inventory 
control offices has an integrated industrial mobilization planning unit 
as an important cog in the determination of mobilization require- 
ments. To the extent that we can depend upon the national economy 
in times of emergency, we need not stockpile material. Our procure- 
ment needs which are outlined under the appropriation estimate for 
the Navy stock fund have been reduced in accordance with the 
knowledge gained in this function. 

Senator O’Manonny. Here is an item which bas come down. You 
estimate $1,000,000 instead of $1,625,600, which you had last year. 

Here again the question arises: Why should not industrial mobili- 
zation for the entire Defense Establishment be.handled by one unit? 

Admiral Fox. Do you want to take that, Admiral Clexton? 

Admiral CLtexton. The industrial mobilization program in each 
of the bureaus is handled by that bureau and is coordinated by the 
Office of Naval Material. 

Senator O’Manonry. When you say bureau, do you mean each 
bureau in the Navy? 
Admiral CLexton. Yes, sir 
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The entire industrial mobilization program of the Navy is coordi- 
nated by the Office of Naval Material. 

The Office of Naval Material is the Navy’s liaison representative 
with the Munitions Board. That Board coordinates the entire pro- 
gram of industrial mobilization for the Department of Defense. 

It parallels in a way the research and development program which 
we discussed previously. 

Senator O’Manoney. These are cogs in the over-all industrial mo- 
bilization plan; is that the idea? 

Admiral Ciexton. Yes, sir. 

The industrial mobilization, as you recall, in almost all of the mate- 
rial appropriations of the Navy has been reduced because, the pur- 
chase of hard items, is the best type of industrial mobilization you 

can possibly have. 

The funds requested in this program of the Navy for the fiscal 
year 1952 amounts to $59 million, whereas in 1951 we had about 
$77 million. 

The $59 million covers the maintenance of the plants which are 
still in our reserve, the maintenance of the machine tools that are still 
in our reserve, planning studies for fur ther production and Department 
of Defense planning. 

Senator O’Manoney. By industrial mobilization here do you mean 
the planning and organization of the particular commodities produced, 
which each bureau will need to have in order to make the Navy operate 
as a unit? 

Admiral CLexton. That is right. 

Admiral Fox. Plus the rehabilitation of the very sizable inventory 


of machine tools, which is approaching completion. Thereby is the 
reason for the major portion of the reduction shown in our budget over 
the last vear, because that machine tool program is nearing completion. 


MACHINE TOOL PROGRAM 


Senator O’Manoney. Are vou familiar with the machine tool 
problem? 

Admiral Fox. It is under our bureau; rehabilitation of those 
machine tools. 

Senator O'Manonry. Which the Navy had? 

Admiral Fox. Yes, sir. 

Senator O’Manoney. We discussed that at some length the other 
day. But there are new machine tools which the Navy ought to 
have or ought to be installed in the plants of contractors who are 
producing materials for the Navy and for the Army. 

You have not gone into that phase, have you? 

Admiral Fox. The administration of the program is not mine, 
merely the rehabilitation of those tools which were stockpiled. 

I only know iv a general way, through sitting in other councils, 
the administration of the machine-tool program and the steps which 
have been taken to establish a common pool. 

So that now, if the Air Force has immediate need for machine tools 
which we, through prudence, have stocked and rehabilitated the Air 
Force would get our tools. 

Senator O’Manoney. All right, sir; will you proceed with your 
statement? 
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DEPARTMENTAL ADMINISTRATION 


Admiral Fox. The functions of this Bureau which are performed in 
Washington are both operating and administrative in nature. The 
largest single transportation office for routing, scheduling, and control 
of material movement is located within the Bureau, and two inventory 
ontrol offices, one for petroleum products and one for subsistence 
are also included within the departmental organization. 

It is relatively easy to determine accurately manpower require- 
ments in such operating functions, and the 1952 estimate has been 
based on projected workload and productivity of labor. In as many 
of the areas of administration as is feasible, we have likewise established 
programs to measure productivity of labor and the relationship of 
workload to field operations. 

We are continuously exerting every effort to provide beneficial 
administrative direction at the least possible cost. ‘The ratio of 
administrative personnel at the Washington level to personnel in the 
field is at the lowest point in the history of the Bureau. 

Senator O’Manoney. This is page 9-43. How many persons are 
employed in this activity? 

Mr. Moor. Seventeen hundred, sir, in 1952. 

Senator O’Manoney. How many in 1951” 

Mr. Moor. We have 1,598 on board currently. 

Senator O’Manoney. Why cannot you handle it in 1952 with the 
same number? 

Mr. Moor. In this departmental administration we have operating 
funetions which are in reality field operating functions, such as our 
transportation operation in Washington, comparable to the field in 
the routing and scheduling and actual rate negotiation for the greatest 
single portion of the Navy procurement of material in the system. 

And there we have a direct impact of operating requirements. 

In other words, it is not administrative in nature, but operating in 
nature. And for the increase, which is 102, in this particular opera- 
tion, we actually require some 56 additional personnel in this trans- 
portation and procurement operation. 

It is located in Washington because of operating facility, but it 1s an 
operating entity. 

Senator O’Manoney. On what basis did you make the computation 
that you need 56 additional positions? 

\r. Moor. In the transportation function we measure the produc- 
tivity of labor by the shipment requests and the length of time it 
takes to route and schedule and order a shipment of material. 

Based on the procurement and movement and usage plan of the 
Navy in 1952, of material, we have determined from an experience 
base, the volume of shipping requests that will be rendered us for move- 
ment of material in the Washington area as we have done in each of the 
field areas. 

This is directly related to the budget activity “Transportation of 
things.” which outlines the tonnage movement and the necessary 
workload involved. 

[ Senator O’Mauoney. You are, of course, perfectly well aware of 
the fact that there has been a very insistent demand in Congress to 
cut down personnel, and the charge has been made that many more 
people are employed than should be employed. This charge has been 
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particularly directed against the Defense Establishment. That has 
resulted in two types of methods for reducing the number of personne! 

One suggestion was to prohibit the filling of more than a certain 
number of vacancies; another has been to reduce percentagewise 
administrative personnel. 

Therefore, in order to make this record clear and understandab|e, 
1 must ask you these questions about the reduction of the administra- 
tive personnel. 

Mr. Moor. I think perhaps we can make this statement as a flat 
statement, sir, and that is that there is no administrative personne| 
increase over current on board in this particular subhead as an ad- 
ministrative increase. The increase is, in fact, an operating-function 
increase. 

In such areas as inventory control of subsistence, inventory contro! 
of fuel, and in the large operating functions of transportation an 
procurement, there is an operating need for an increase in personne! 

But aside from those operating areas, we are not increasing our 
administrative personnel. 

Senator O’Manonry. I would like to have you put a statement to 
that effect in the record, the statistics, showing the number of operating 
personnel employed by this bureau in Washington and in the field 
and the number of administrative personnel, with the percentage. 

I think it would be a good thing to have that done with respect to 
each of the bureaus that has already testified. 

May I say that in considering the Department of the Interior bill, 
we came up with a formula by which there was a percentage reduction 
from the budget estimate; that is to say, from the number of persons 
for whom estimates were submitted after excluding from that figure 
dollarwise the operating and maintenance personnel. 

Of course, the Navy is operating establishment and, naturally, does 
have a substantial number of such employees. 

Therefore, | think it would be helpful to have you prepare a chart 
not only for this Bureau, Mr. Moot, but, Admiral Clexton, for all of 
the bureaus and for the Navy as a whole. 

Do I make the request clear? 

Admiral Ciexton. I would like to obtain a definition of the people 
who are considered to be in administration. I think that is the 
problem. 

Senator O’Manoney. Your problem is to determine who are oper- 
ating and maintenance personnel. 

Admiral Ciexton. Yes, sir; and you would like that separately, | 
imagine, for the Department and then for the field? 

Senator O’Manonry. That is right, and for all bureaus. 

(The material referred to was filed with the committee.) 

Admiral CLexton. In connection with the departmental personne|, 
as you recall, in most of our departmental civilian personnel numbers, 
the decision was reached within the mary for many reasons that 
there would be very few increases in 1952 over 1951. 

If you applied the formula which was applied to the Interior De- 
partment, to the Navy, you would greatly penalize the Navy inas- 
much as we have increased the number of civilian people in the 
bureaus during the fiscal year 1951, to do our work, trained them, 
and we have arbitrarily held them to about that numbe r to be frugal 
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Our estimates for personnel in 1952 in most cases are not up, and 
the cut would make us go down again in 1952 to a number which we 
could not possibly do our increased work with in 1952. It would be 
a real blow to austere planning. 

Senator O’Manoney. I am not reaching any conclusion as_ to 
whether you should go down or not; I am merely trying to get the 
facts. 

In order that you may understand how this was done for the De- 
partment of the Interior, I will ask Mr. Hewitt to get you a copy of 
the Interior Department bill as we reported it to the Senate. That 
will show you how this was computed according to appropriations. 

But we have to get into the record here all the facts there are with 
respect to the personnel. It is part of this civilian personnel problem, 
and I would rather have it in here by way of actual facts and the type 
of duties performed by the personnel than just have it in here by 
cuesswork. 

| think Mr. Moot has made a very good explanation of the oper- 
ational function of a lot of these administrative employees, but we 
do not know the number. He brings out a very good distinction. 

All right, sir. 


Navy Srock Funp—Srock FINANCING 
GENERAL STORES MATERIAL, $224,630,000 


Admiral Fox. Representative items in the general stores system 
include bearings, rope, steel, instruments, gases, binoculars, blocks 
and rigging, paint brushes, office supplies, hand tools, pipe and fittings, 
chemicals, paper, lumber, hose, tubing, wire, canvas, leather, belts, 
hardware, et cetera. 

To determine requirements in the general stores supply system, 
62,661 currently active items were individually analyzed. The 
ultimate result indicates a need for stock augmentation of 21,882 
items of the total active items reviewed of 62,661. At some point 
during mobilization, varying by specific item according to the lead 
time involved, logistic support of these items will fail unless required 
stocks are on hand on M-day. 


AUTOMOTIVE, MATERIALS HANDLING AND CONSTRUCTION 
EQUIPMENT SPARE PARTS, $5,000,000 


This category is comprised of 95,000 items of spare parts for vehicles, 
construction equipment, materials handling equipment, and station 
equipment. The same considerations apply to requirements for in- 
creased operating stock and reserve stocks as in the case of general 
stores, and the solution to requirements to fulfill the budget objectives 
has followed somewhat the same pattern. The number of items on 
which deficiency was stated is less than 25,000 out of the total 95,000. 

Senator O’Manoney. Anyhow, in view of the opening discussion, 
| do not think it will be necessary for you to go through the rest of 
your statement. We will just put that in the record. 

(The statement referred to is as follows:) 
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Special clothing, $51,600,000 

This eategory of material is comprised of items of protective clothing for navya| 
personnel assigned to duties involving continued or frequent exposure to conditions 
against which standard articles of uniform do not provide sufficient protection 
Requirements have been determined for articles of clothing by means of a formula 
which gives consideration to stock allowance deficiencies after mobilizatio; 
minimum stock levels, and current stocks on hand. The quantitv of each type 
of outfit which must be on hand at any given date is determined by the population 
distribution plan of the Navy. The Chief of Naval Operations establishes or 
approves the allowance lists of special clothing which will be available aboard shi) 
and ashore for issue. 
Ship’s store and commissary store stock, $6,500,000 

This category comprised 4,000 items provided through ship’s stores afloat to 
enlisted and officer personnel of the Navy for their personal convenience, comfort 
and morale; and items of food and household use supplied to Navy personnel and 
dependents at isolated shore stations through Navy commissary stores. Funds 
are requested to increase stocks for support of active forees during fiscal year 
1952. No requirements are included for support of the emergency plan. 


Subsistence, $53,490,000 

This category comprises items of food supplies for consumption in Navy messes 
afloat and ashore. In general, it is anticipated that national food stocks will b 
adequate on mobilization. The initial problem will be diversion from commercial 
flow into Navy distribution rapidly enouzh to meet increased consumption 
requirements and at the same time expand system stock levels to support the 
continuation and further expansion of consumption. Funds are ineluded in the 
estimate to provide for necessary augmentation of stock levels for support of 
active forces and to provide for initial stockage of ration items for the forces 
planned to be afloat during the first 3 months of the emergency plan. 
Fuels, lubricants, and petroleum drums, $6,000,000 

This program is comprised of approximately 375 items of Navy special fue 
aviation gasoline, motor gasoline, jet fuel, petroleum distillates, lubricating oils, 
greases, drums, ete. The requirements for this program are based on ap 
proved stock levels as modified by the availability of storage facilities for certai: 
items. 
Clothing and small stores, $127 ,780,000 

This program is comprised of items of regular uniform wear, equipment, and 
supplies. The requirements are based on the increase necessary to outfit and 
maintain personnel of the active forces plus stocks necessary to outfit and main 
tain the increased personnel to be inducted through the first 6 months of mobiliza- 
tion and to provide inventory for ships and stations to be commissioned during 
the period. In general, the estimate is designed to provide clothing stocks of 
end items sufficient to meet the first 444 months of the emergency plan. | 
addition, the Navy increment in the Department of Defense wool fund will provide 
approximately the same amount of coverage in textiles, 


Senator O’Manonry. Let me ask you to turn again to page 9-55 
of the justification. Perhaps we can ask a few questions there. 

The word “automotive” stands out there. What does it include 
so far as the Navy is concerned? 

Admiral Fox. All types of automotive equipment; trucks, passen- 
ger vehicles, motor vehicles; all vehicles that are commonly accepted 
in the term of automotive vehicles. 

Senator O’Manonry. Do you require a large number of those 
items in the Navy? 

Admiral Fox. Yes, sir. 

And since it is indicated that we will not be permitted to require 
new units to replace those that have been used until they have passed 
the age requirements, I doubt if our spare-parts program, as pro- 
jected in this budget, will meet the requirements. 
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In other words, we are going to use more Spare parts to keep those 
old vehicles operable than we would obviously use if we had gotten 
some Of these replaced. 

Senator O’MAHONEY. This talk you have he 
have read in the hewspapers have been dire 
carrying automobiles which it was assume 
used for necessary Government service, 

I do not think that that applies to any of the milit 
automotive equipment is actually needed to 
you are required to perform. 


ard and the stories you 
cted rather at passenger- 
d were not actually being 


ary services where 
perform the work that 


PASSENGER VEHICLES 


In the Navy, for example, let us take the passenger vehicles, How 
many passenger vehicles are necessary in the Navy? 

Admiral Fox. That is out of my sphere, Mr. Chairman. 

Senator O’Manonry 
sphere goes. 

Admiral Fox, My responsibility is to provide the stock of parts 
necessary to meet the over-all] requirements of the vehicles in the 
service. The vehicles are generally under the cognizance, that is. 
the maintenance of them, of the Bureau of Yards and Docks. 

Senator O’Manonry. That is what | thought, 

Admiral Fox. The Various management bureaus are responsible 
administratively for the assignment of passenger vehicles. 

Senator O’MAanonry. Your budget is eut down from $8,600.000 in 
1951 to $5 million this year. So that it seems to envisage an opera- 
tion at a lower level. 

Mr. Moor, Mr. Chairman, as you know, the money that goes into 
the Navy stock fund is to build a stock level. It does not necessarily 
represent a decrease or an increase in the consumption, 

In this case, the $5 million, as contrasted with the $8 million. 
55,600,000, does represent an increase in the issue of spare parts and 
therefore a necessary increase in the stock level in order that an issue 
may be met. In other words, this is an investment in material in 
inventory to fill the distribution System so that parts can be furnished 
where and when needed. 

Admiral Fox. Again, this is in that revolving account. This Is not 
appropriated money in the sense that vou appropriate money for 
other things. This money belongs to the Treasury. It js mere], 
converting $5 million of Treasury funds into material, which we must 
#ecount to the Treasury for, 

Senator O’Manoney. | understand, 
the activity of the service Increases the u 
lore you would have to have a | 
Inventory up. 

Admiral Fox. That is precisely it, sir. 

Senator O’Manonry. Then why does it happen that the appropri- 
ation is $3,600,000 less than was given you last vear? 

[r. Moor. In this particular area, sir, we have asked in 195] for 
the percentage increase in this particular program of use, aS Vou say, 
Which required a stock level, and the 1952 estimate represents the 
additional increase in 1952 over 195]. 


- I ask you to discuss it only so far as your 


But it would seem that as 
se would increase and there- 
arger appropriation to keep your 
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It is just not as great a percentage of increase in 1952 over 1951 
Senator O’Manoney. In other words, in 1951 you did acquire a 
substantially increased stock level and you are not increasing it |y 
the same percentage this time. . 
Mr. Moor. That is correct, sir. 


SPECIAL CLOTHING 


Senator O’Manoney. As to special clothing, here we jump from 
$14,000,000 to $51,600,000. What is the significance of the word 
“‘special” there? 

Admiral Fox. Well, one very good example are Arctic outfits 
These requirements are very definitely tied to our program objectives 
for special clothing. 

One item is Arctic outfits for a given number of men. Other items 
are special clothing for shipboard use. On some ships the allowance 
is 100 percent of personnel, on other types of ships it is as low as 35 
percent, I believe, and at shore stations it is much less. 

Commander Campsetu. May I supplement what Admiral Fox 
said, sir? 

Senator O’Manoney. Yes, indeed. 

Commander Campse.i. You might say special clothing is organi- 
zational clothing, whereas clothing and small stores, which you will 
come to shortly, is personal clothing. The terms that I compared 
them to are Army terms. 

Senator O’Manoney. Yes. I think that is clear. Thank you 
very much, sir. 

I notice that the subsistence item is down. How do you explain 
that with an expanding Navy? 

The figure is $95,800,000 for 1951, and $53,490,000 for 1952. 

Do not imagine that I am arguing for your increasing it, sir, but 
I just want to get your explanation. 

Admiral Fox. I know yeu want to get the record clear so the rest 
of the members will understand it. 

Senator O’Manoney. That is right. 

Mr. Moor. The same story applies, Mr. Chairman. The increas: 
for Navy personnel in 1951 was at a greater rate than the increase 
of 1952 over 1951 will be. 

Therefore, our stock increase was greater in 1951 than it is in 1952 

In each of these functions, however, there is one further element in 
that we do have some requirements for a mobilization reserve in some 
of the 1952 figures. 

For instance, in the subsistence figure of $53 million, inaddition to 
the operating requirements for 1952 there is a minimum amount to 
feed an afloat population after mobilization which we can hold 
stock. 

Senator O’Manoney. In clothing and small stores the trend !s 
reversed. Instead of reductions which have appeared in one or two 
items, here we have a tremendous increase in clothing. 

Admiral Fox. Yes, sir; that is to meet our program objectives of 
having on hand at the end of 1952 sufficient clothing to meet the 
mobilization program. That specifically was for ‘all personne! 
inducted through the first 6 months of mobilization. 
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Senator O’Manoney. It does not necessarily mean, therefore, that 
that is the number of personnel you expect to have on the rolls; 
does it? 

Admiral Fox. No, sir. 

Senator O’Manoney. What was your original estimate for that 
sum? 

\ir. Moor. $642 million. 

Senator O’Manongy. Who cut you down? 

Mr. Moor. I wish we could answer that with one statement. 

Commander WixuiAMs. At the Secretary of Defense level there 
was substituted for a part of our budget estimate the funds appro- 
priated in the second supplemental appropriation to the Army for a 
wool reserve; this will, when converted into cloth, form a basis for 
producing some of the clothing that we would require after mobili- 
zation. 

Mr. Moor. That was $178 million. It was treated as an offset 
or credit against our requirements. 

Senator O’Manoney. I observe that this computation was made 
on the basis of prices as of January 1951. 

Do you think that estimate is going to stand up? 

Admiral Fox. Commander Lacey, can you give the answer on that? 

Commander Lacey. On the prices, they did use the figures of 
March 1 in the budget hearings. They corrected the pricing, and 
the price that is in here is practically the current figure. There has 
been little change in prices since then. They did not change the 
value. 

Senator O’Manoney. I| read the date from page 66. 

Mr. Moor. That is right, Mr. Chairman. 

This budget was prepared on January | prices. At the Secretary of 
Defense level during calculation of the wool-reserve offset, considera- 
tion Was given to moving to a March 1 price. 

At the same time, the Navy adjusted its selling prices of clothing to 
a March 1 price so that the return of cash to the Navy stock fund 
would be equal to the cost price of clothing. 

Senator O’Manoney. So that $127,780,000 will, in your opinion, 
procure the same amount of dcthing as you had in mind when this 
estimate was shaved down? 

Mr. Moor. I think that is what Admiral Fox was asking Com- 
mander Lacey for, a projection of the price of clothing for the pro- 
curement year ahead of us. 

Admiral Fox. It is not the same amount of clothing that we had in 
the beginning. 

Senator O’Manoney. It is not what you requested, of course, but 
| mean that was estimated for when the figure $127 million-plus was 
reached. 

Commander Lacry. Yes, sir; about the same. 

There was no price change made in clothing as of the first of July, 
because the Secretary of Defense and the task force felt there had not 
been a substantial change from the March figures when the last price 
change was put into effect and when the discussions on this budget 
took place. 

Senator O’Manoney. So the question arises: Why is it necessary 
to stockpile so much clothing because that is really what you are doing 
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here. It is stockpiling clothing for a problematical expansion that 
may never take place. 

Admiral Fox. Mr. Chairman, they were our program objectives 
set by the Joint Chiefs of Staff through the Chief of Naval Operations 
to us, as a program objective to meet. 

I can give you a breakdown. Of that $127 million, $31.8 million 
iS required for the actual increase in the Navy over the budget period 

The reserve portion of that $127 million is $95.08 million. So wi 
are really talking about $95 million of the $127 million, which is for 
mobilization reserve. 

That is estimated to be required through the first 6 months of 
mobilization, M—day plus six. 

Senator O’Manoney. That is more than would be necessary to 
operate 1,162 ships during fiscal 1952, considerably. 

Admiral Fox. That is correct, sir. 

Senator KNow.Lanp. What is the normal life expectancy of clothing 
that you put in stock today? 

Admiral Fox. Do you mean how long it will last? 

Senator KNOWLAND. Yes, sir. 

Admiral Fox. Under proper care, I think almost indefinitely. 

But, Senator, this clothing will continue to rotate. If we pul in 
reserve stocks, it will just rotate slower. We do not put this clothing 
in a warehouse and lock it up. 

Senator KNOWLAND. | understand. 

But what I am trying to get at is that you must have had a con- 
siderable amount of clothing on hand at the end of World War IT. 

Undoubtedly a good deal of that was declared surplus. But did 
they not set up certain target objectives even at that time, prior to the 
declaration of surpluses, that you would have sufficient left for M-day 
plus six? 

Admiral Fox. Yes, si 

We have mobilization reserve In certain items, and we did retain 
our war-ending stocks of certain items that stood the Army in ver) 
good stead, spec ific ‘ally in field shoes, of which we have transferred 
to the Army and Air Force in excess of 600,000 pair since Kore: 

The same thing applies to blankets and khaki uniforms and many 
other items. 

We have certain quantities, I mean in certain items we have quan- 
tities, but this $95,000,000 represents those items in which we ar 
deficient, as regard mobilization reserves. 

Senator KNoOWLAND. Primarily what, for instance? 

Admiral Fox. Very active items, such as underwear, outer gar- 
ments, the blue uniforms, shoes, low black shoes, general run of items 

Commander Lacey was recently in that program and can probably 
add to that. 

Commander Lacry. It would be just the general run of the items 
that you would need to outfit the personnel when they come on active 
duty, which is one of the first things that you would have to have 
when you start expanding. 

If you bring in people and do not have clothing for the people, | 
is very much of a complex situation. There is ‘nothing harder on 
morale and which promotes discomfort than to have people without 
adequate clothing. I think it is one of the fundamentals of military 
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organizations, that you do have good, fine-looking uniforms if you are 
eoing to have a good organization. 

Senator O’Manonery. Does this include any bell-bottom trousers? 

Commander Lacey. Yes, sir; made out of wool, sir. 

Senator O’Manoney. [I am very sorry that we have to abandon 
the discussion. We are very grateful to you, Admiral, for the presen- 
tation this afternoon. 

It was a most intersting presentation. 

| was going to ask you some questions about the change in language, 
but I think that is clearly set forth in the justification. 

Thank you very much for vour appearance. 

Admiral Fox. Thank you, sir. It was a pleasure to be here. 

senator O'M AHONEY. We will be in recess. 

Whereupon, at 4:20 p. m., Friday, July 20, 1951, the hearing 
recessed, to reconvene subject to the call of the Chair. The commit- 
tee was called to reconvene on Monday , July 20, 1951.) 





